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Report of Independent Auditors 

The Board of Directors 
Covenant I louse New Orleans 

, PhOl,,: (504) 581 420{) 
I ~lx: (504) 59O 4733 
www.cy con, 

W e have audited the accom panying siaten~ent of financial position of Coveuant llouse 
New Orleans as of June 30, 2001, and the related statements of activities, functional 
expenses, and cash flows for the year then ended. These financial statem ents arc tile 
responsibility of Covenant llouse N ew Orleans' m anagem ent. O ur responsibility is to 
express an opinion oil these financial statem ents based oil our audit. The prior year 
sum marized comparative inform ation has been derived from the June 30, 2000 financial 
statements and, in our report dated Seplember 1, 2000, we expressed an unqualified 
opinion oil those financial statel'nents. 

W e conducted our audit in accordance with auditing stalidards generally acccptcd in the 
United Slates. Those standards require Illat we plan and perform the audit to obtain 
reasonable assurance about whether the financial statem ents are five of m aterial 
m isstateu)ent. An audit includes exam iniug, on a lest basis, evidence supporlillg the 
am ounts and disclosures in the financial statem ents. An audit also includes assessing the 
accounting F, riliciples used and significant estimates m ade by lnanagem eut, as well as 
cvahiating tile overall financial stalcm cui tlresenialion. W e believe that our audit provides 
a reasonable basis for our opinion. 

]n our opinion, the financial statem ents referred to above prescni fairly, in all m aterial 
respects, the financial position of Covenant I]onsc New Orleans at June 30, 2001, and tlle 
eha~ges in its net assets and its cash flows for the year then ended in conformity with 
accounting principles generally accepted in the United States. 

Sef~tember 14, 2001 



Covenant H ouse N ew O rleans 

Statem ents of Financial Position 

~sse|s 
Cash and cash equivalents 
Contributions receivable - shorl-lerm , net of allowances of 
$11,222 and $25,827 as of June 30, 2001 and 2000, 
respectively 

Grants receivable 
Other receivables 
Contributed inventory 
Prepaid expenses and other assets 
Land, building, and equipm ent, net of accumulated 
depreciation of $1,318,741 in 2001 and $1,224,148 in 
2000 

Long-terln invesln'JelltS 
Total assets 

Liabilities and net assets 
Liabilities: 
Accounts payable and accru ed expenses 
D ue to Pare~xt 
P, efundable advances 

Total liabilities 

]~,Ct assetS: 
UJ~reslrieled: 
Bom'd designated 
Investm ent in land, building, and equipm ent 

Total unrestricted net assets 
Temporarily restricted - designated projects 

Total nel assets 
Total liabilities and net assets 

See acconqm nying notes 

June 30 
2001 2000 

$ 303,585 $ 245,640 

81,692109, 
351,303 
39,555 
3,551 

219,635 

307 
219,564 
15,375 
3,551 

176,668 

1,002,380 1,072,939 
933,059 

$ 2,934,760 

1,167,917 
$ 3,010,961 

$ 342,659 $ 
47,903 
95,274 
485,836 

260,658 
93,257 
9,699 

363,614 

1,312,218 1,543,206 
1,0~ 02 380 
2,314,598 

1,072,938 
2,616,144 

134,32631, 203 
2,448,924 2,647,347 

$ 2.934,760 $ 3,010,961 



Covenant H ouse N ew O rleans 

Statcm cnl of Activities 

Year ended June 30, 2001 with sum marized 
financial informalion for "the year ended June 30, 2000 

Conlribulions, revenue, and reclassifications: 
Conlribulions: 
Contribution from Parenl 
Conlribufions ~'rom individuals, founda'dons, 
and corporations, including legacies and 
bequests totaling $61,038 in 2001 and 
$118,545 in 2000 

Goverllnlenl granls and eonlraels 
Contributed services and m erchandise, 
including invenlory adjuslments 

Special events revenue, net of direct costs of 
$32,873 in 2001 and $39,799 in 2000 

"]'olal conlributions 

]~.evelltle~ 
lnvcstmen| income (loss) 
Other incom e 

Total revenue 
Total contrihulions and revenue 

Reclassifications: 
Net assels released from reslriclions 

Tolal contributions, revenue, and reclassificalions 

] ~,Xl'~ellses: 
Program services 
Supporling services: 
M anagcnlenl and genera 
Fund-raising 

Total supporling services 
Tolal expenses 

Change in net assets 
Net assets, at beginning of year 
Net assets, al end of year 

See accompan),ing notes 

Tem porarily 
Restricted 
D esignated 

Unrestricted Protects 

Total 
June30 

2001 2000 

$ 664,843 $ $ 664,843 $ 660,000 

2,589,750 132,807 
1,316,642 

194,483 

2,722,557 
1,316,642 

194,483 

2,754,825 
845,871 

111,382 



Covenant H ouse N ew Orleans 

Statem ent of Funclional Expenses 

Year ended June 30, 2001 with summarized 
financial inform ation for the year ended June 30, 2000 

Salaries and wages 
l'ayroll taxes 
Employee bcnefils 
Total salaries and relaled expenses 

Failh conm~tmily cosls 
Legal fees 
M edical fees 
Consulting fees 
Accounting fees 
Supplies 
Telephone 
Postage, prinling, and m ailing lists 

O ccupancy: 
Fuel and utilities 
Repairs and mainlcnancc 
Rent and olher 

Equipm ent 
Transporlalion 

Specific assistance lo individuals: 
Food 
M edical 
l)onated m edical 
Clothing, allowances, and olher 
1)onated clothing, and m erchandise 

Temporary help 
Olhcr purchased services 
l)ues, licenses, and perm ils 
Subscriptions and im blicalions 
Staff recruitm ent 
]l'lsuranec 
I)onaled services 
M iscellaneous 
Bank charges and fees 
Tolal fimclional expenses before 
dcprccialion and amortization 

Depreciation and am ortization 
Tolal fanclional expenses 
Less dirccl cosls of special events 
Total expenses reported by flmction on 
slalcnlcnl of aclivilies 

Program NCITJCCS 



See accompm o~ing notes 

Snoportin~: Services 
M anagem enl 

and Fund- Total 
G eneral Raisin~ 2001 2000 



O perating activities 
Dccrcase in net asse~s 

Covenant H ouse N ew O rleans 

Statem ents of Cash Flows 

Adjustmenls to reconcile decrease in net assets to net cash 
used in operating activities: 
Depreciation and am ortization 
N et unrealized gain o11 investm ents 

(Gain) loss o11 disposition of equipment 
Contribuled building and equipm ent 
Change in operating assets and liabilities: 
Receivables 
Conlribuled inventory 
Prepaid expenses and olher assets 
Accounts payable and accrued expenses 
Refundable advances 
D ue to Paren{ 

Nc! cash used in operating aclivilies 

Investing activities 
Acquisition of land, building, and equipm en| 
Proceeds from sale of equipm ent 
Proceeds from sale of real estate held for resale 
Purchases of long-lerm investm ents 
Sales of long-lerm investm ents 
N cl cash provided by investing activities 

N et increase in cash and cash equivalenls 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

See accompanying notes 

Year ended June 30 
2001 2000 

$ (198,423) $ (172,969) 

102,501 

(9,585) 
(2,000) 15 
(17,822) 

(128,304) 

(42,967) 
82,001 
85,575 
(45.354~ 

112,067 

(42,267) 
707 

(3,300) 

(142,813) 
(57) 

(40,910) 
(3,771) 
(12,022) 
(82,611) 
(372,946) (174,378) 

(14,121) 
2,000 

(947,765) 

(32,195) 
1,100 
56,000 

(1,118,784) 
1,192,209 1,597,974 



1. O rganization 

Covenant lIouse N ew  O rleans 

N oles to Financial Slalem ents 

June 30, 2001 

Covenant ttouse N ew Orleans is a not-for-profit corporation established in 1984 for the 
purpose of providing program s for the care and shelter of runaway and homeless youths 
under the age of2l. Covenant tlouse N ew Orleans is affiliated w ith sim ilar organizations 

in other locations, all of which are affiliates of Covenant l]ouse (the Parent), a not-for- 
profit corporation which provides guidance and support for various activities related to 
the care of youths. Other affiliated organizations are as follows: 

Covenant llouse Alaska 
Covenant llouse California 
Covenant lqouse Florida 
Covenant llouse Georgia 
Covenant llouse M ichigan 
Covenant llouse M issouri 
Covenant llouse N ew Jersey 
Covenant t louse Pennsylvania/Under 21 
Covenant llouse Texas 
Covenant tlouse W ashington, D .C . 
Covenant }louse W estern Avenue 
Testam entum 
U nder 21 
Coveuaul lnlernational }"oundatioll 
Covenant ]-louse Toronto 
Covenant ltouse Vancouver 

Association Casa Alianza (Guatemala) 
Casa A liauza De Honduras 
Casa A liauza N icaragua 
Casa Alianza lnteruacional 
Fuudaeiou Casa A lianza M exico, I.A .P. 

Covenant llouse N ew Orleans serves youths through lhe following program s and 
supporting services: 

The Shelter and Crisis program provides crisis care, shelter, food, clothing, coun- 
seling, and legal advice to abandoned and runaway youlhs in the N ew Orleans 
area. 



C ovenant H ouse N ew O rleans 

Nolcs to Financial Stalcments (continued) 

1. Organization (continued) 

M edical services include basic m edical services, referrals, }tlV testing, and 
counseling. 

M other~Child services include shelter, assessm ent, counseling, case m anagem ent, 
referral, parenting education, and nursery services for m others and their children 
while in residence. 

Community Service Center provides com prehensive services to youths who have 
left Covenant llouse affiliates' crisis centers, and other youths in the com m unity 
who need support to m aintain them selves in stable living situations. W ithin this 
program , Covenant House New Orleans also provides counseling and intervention 
services through the City of New Orleans Curfew and Assessment Center and 
work-related instruction and experience through the W hite Dove Landscape 
Training Program . 

This program also includes adm inistration fees earn ed under two agrcem enls that 
Covenant ltouse entered into w ith the City of N ew Orleans. The first agreem ent is 

with the New Orleans W orkforce Investment Board (NOW IB) and Turning Points 
Academy, Inc. (TPA) to provide management of the Youth One Stop Center, 
which allow s Covenant }louse to coordinate and improve education and em ploy- 
m enl training services of eligible youth. As the prim ary fiscal agent, Covenant 
House's role includes oversight of subgrants with various service providers for in- 
school and out-of-school youth training opportunities. The second agreem ent 
allows Covenant ltouse to act as a fiduciary agent and adm inistrator of youth 
sum m er em ploym ent activities. Covenant House provides orientation, counseling, 

and assistance in job placements with compensation for approximately 1,000 
youth. 

Rights of Passage provides transitional housing services for up to 24 months to 
youths, including individual counseling and help with com pleting their education 

and finding jobs and housing. 

The Outreach program is an efforl to reach youths who would otherwise not find 
their way 1o the shelters. Oulreach vans cnfise the cily streets, searching oul these 
youths and providing them with fi3od, a trained counselor, and a safe ride to a 
shelter. 



C ovenant ttouse N ew  O rleans 

Notes to Financial Statements (continued) 

1. Organization (continued) 

The Public Education program inform s and educates the public on how to identify 
potential "runaway" and "throwaway" adolescents, the public and private 
resources available to help such adolescents before they leave hom e, and the pub- 
lic support services available to these fam ilies to improve the home enviromncnt. 

M anagement and General services include adm inistration, finance, and general 
support activities. Certain adm inistrative costs that relate to specific program s 
have been allocated to such program s. 

Fund-Raising services relate to the activities of the developm ent departm ent in 
raising general and specific contributions. 

Covenant lIouse New Orleans is exempt fi'om federal iucome taxes under Section 501(a) 
of the lntenml Revenue Code as an organization described in Section 501 (c)(3). Covenant 
] louse N ew Orleans qualifies as a public charity. 

2. Significant Accounting Policies 

Fund Accounting and N et Asset Classification 

To ensure com pliance with restrictions placed on the resources available to Covenant 
ltouse New Orleans, Covenant ]louse New Orleans' accounts are m aintained in accor- 
dance with the principles of fund accounting. This is the procedure by which resources 
are classified for accounting and reporting purposes into funds established according to 
their nature and purpose. In the financial statem ents, funds that have sim ilar characteris- 
tics have been com bined into three net asset categories: perm anently rcslrictcd, temporar- 
ily restricted, and unrestricted. 

Perm anently rcsh'ictcd net assets contain donor-im posed restrictions that stipu- 
late the resources be m aintained perm anently, but pennit Covenant ]louse New 
Orleans to use or expend all of the incom e derived fi'om the donated assets for 
unrestricted purposes. Covenanl ]louse N ew Orleans had no permanently 
restricted net assets at June 30, 2001. 



Covenam  ltouse N ew  O rleans 

Notes to Financial Statements (continued) 

2. Significant Accounting Policies (continued) 

Temporarily restricted net assets contain donor-imposed restrictions that perm it 
Covenant llousc New Orleans to use or expend the assets as specified. The 
restrictions are satisfied either by the passage of time or by actions of Covenant 
I louse N ew Orleans. 

Unrestricted net assets are not restricted by donors, or tile donor-im posed 
restrictions have expired. A s reflected in the accompanying statem ent of finan- 
cial position, Covenant House New Orleans' board of directors has designated 
all unrestricted net assets of Covenant llouse N ew Orleans, with tile exception 
of investm eut in land, building, and equipm ent, for long-term investm ent pur- 
poses and shortfalls from operational deficiencies. 

Functional Expellse Allocation 

The majority of expenses can generally be directly identified with the program or sup- 
porting service to which they relate and are charged accordingly. Other expenses by tim e- 
lion have been allocated am ong program and supporting service classifications on the 
basis of square footage of office space occupied, salaries, and other bases determ ined by 
Covenant ltouse N ew Orleans' m anagem ent. 

R evenue Recognition 

Covenant ]louse New OrleallS records earued revenues on an accrual basis; investnleoI 
incom e is recognized in accordance w ith policies cnum erated below . In addition, 
Covenant ]louse N ew Orleans records as revenue the following types of contributions, 
when they are received unconditionally, at their fair value: cash, prom ises to give, ccrtain 
contributed services and gifts of long-lived assets. Substantially all of Covenant ltouse 
New Orleans' government grants are on the cost reimbursement basis and are considered 
to be conditional contributions for purposes of applying revenue recognition policies. 
Conditional contributions are recognized as revenue when tile conditions on which they 
depend have been substanfially met. Contributions are recorded net of estimated 
uncollectible am otmls. 

10 



Covenant H ouse N ew O r]calls 

Notes to Financial Statements (continued) 

2. Significant Accounting Policies (continued) 

Tem porarily Restricted Conlributions 

Covenant House New Orleans records contributions as temporarily restricted if they are 
received with donor stipulations that lim it their use either through purpose or time 
restrictions. W hen donor restrictions expirc, that is, when a tim e restriction ends or a pur- 
pose restriction is fulfilled, tem porarily reslricted net assets are reclassified to unrestricted 
net assets and reported in the statem ent of activities as net assets released from rcstric- 
lions. It is Covenant Ilousc N ew Orleans' policy to record tem porarily restricted eontri- 
bufions received and expended in the sam e accounting period in the unrestricted net asset 
class. 

Contributions that the donor requires to be used to acquire long-lived assets (e.g., build- 
ing improvements, furniture, fixtures, arid equipment) are reported as temporarily 
restricted. Covenant ltouse N ew Orleans reflects the expiration of the donor-im posed 
restriction when long-lived assets have been placed in service, at which lim e temporarily 
restricted net assets are reclassified to unrestricted net assets and reported in the statem ent 
of activities as net assets released from restrictions. 

Cash and Cash Equivalents 

For the lm rpose of the statem ent of cash flows, Covenant House New Orleans considers 
all highly liquid investm ents purchased with a m aturity of three m onths or less, olher than 
those bcld in lhe long-lerm invcslm enl porlfolio, 1o be cash equivalents. 

Investm ents and lnvestm enl Incom e 

M arketable equity securities and debt obligations arc carried at quoted m arket value. 

Incom e earned from investm ents, including realized and unrealized gains and losses, is 
recorded in the unresh'ictcd net asset class except where the instructions of the donor 
specify otherwise. 

The following methods and assumptions were used by Covenant ]louse New Orleans in 
es/im afing its fair value for financial instrum ents: 

Cash and cash equivalents: The carrying amounts reported in the statements of 
financial position for cash and cash equivalents approxim ate fair value. 



Covenant H ouse N ew O rleans 

Notes to Financial Statements (continued) 

2. Significant Accounting Policies (continued) 

Common stocks, mutual funds, and debt securities: Fair values of common stocks 
m utual fimds, and debt securities are based on quoted m arket prices. 

See Note 4 for additional inform ation regarding investm ents 

Land, Building, and Equipm ent 

Land, building, and equipm ent are recorded at cost if purchased or, if donated, at fair 
value at the dale of the gift, less accum ulated depreciation and am ortization. Depreciation 
is com puted on the straight-line basis over the estim ated useful lives of the assets, ranging 
from 3 to 5 years for furn iture and equipm ent and 5 to 30 years for building and building 
improvem ents. Leasehold improvem ents are amortized over the lesser of the term of the 
lease or fl~eir estim ated useful lives. 

Contributed Services and M erchandise 

Contributed services are recognized as revenue if the services received create or enhance 
nonfinancial assets, require specialized skills provided by individuals possessing those 
skills, and typically need to be purchased if not provided by donation. Contributed 
services arc recorded at the fair m arket value of the services provided. Contributed 
services and prom ises to contribute services that do not mecl tile above criteria arc not 
recognized as revenues and are not reported in the accom panying financial slatem enls. 

Contributions of clothing and m erchandise are valued at the estim ated fair m arket value 
at the date of receipt and recognized as revenue when received and expensed fi'om 
inventory when used. 

13se of Estim ates 

The preparation of the financial slalem enls in conform ily wilh accounting principles 
generally accepted in the United States requires m anagem ent to make estimates and 
assum ptions that affect the reported am ount of assets, liabilities, additions to net assets, 
and deductions from net assets. Actual results could differ from those estimates. 

12 



Covenant ltousc N ew O rleans 

Notes 1o Financial Statemenls (continued) 

2. Significaul Accounting Policies (continued) 

Contributions Receivable 

Unconditional pledges to give that arc expected to be collected within one year arc 
recorded at net realizable value, net of an allowance of $11,222 as of June 30, 2001. 
Unconditional pledges to give that are expected to be collected in future years are 
recorded at the present value of their estim ated future cash flows. For the year ended 
June 30, 2001, lhe diseounls on lhose am ounls are im material, and lhus arc nol recorded. 

Sununarized Financial Inform ation for Fiscal 2000 

The accom panying financial statem ents include certain prior year sunnnarizcd com para- 
live information in tolal, but not by net asset class or fimctional category. Such inform a- 
tion does not include sufficient detail to constitute a presentation in conform ity w ith 
accounting principles generally accepted in the Unilcd States. Accordingly, such 

information should be read in conjunction with Covenant tlouse New Orleans' financial 
statem ents for the year ended June 30, 2000, from which the sum m arized inform alion 
was derived. 

3. l,ong-Term  Investm ents 

Long-lcrm investm ents at June 30, 2001 consisted of: 

Cash and cash equivalents 
Com m on stocks 
Debt securities 

M arket Cost 

The following schedule sunnnarizcs unrestricted investment incom e for 2001 

I)ividends and interest 
N et realized and unrealized losses 
lnvcslmcnt loss desigaalcd for current operations 

$ 42,609 
_  (96,019) 
5; (53,410) 



Covenant ltouse N ew O rleans 

Notes to Financial Statements (continued) 

4. Land, Building, and Equipm ent 

Land 
Building and im provem ents 
Furniture and equipm ent 

I,ess accum ulated depreciation and am ollizalion 

5. G overnm ent G rants 

June 30 
2001 

$ 100,500 
956,212 

1.264,409 
2,321,121 
1.318.741 

$ 1,002,380 

During fiscal 2001, Covenant ltouse N ew Orleans received funding from governm ent and 
private agencies as follows: 

U.S. I)epartm cnt ofltousing and Urban Dcvelopm cut $ 406,673 
U .S. I)epartm ent of 1 lealth and I lum an Services 114,499 
U .S. Departm ent of Justice - Bureau of Justice Assislancc 254,972 
U .S. D eparlm cnl of Agriculture 35,788 
Federal Em ergency M anagement Association 5,397 
U .S. D epartm ent of Labor 117,440 
State/Local Private A gencies 10,000 
City of N ew Orleans Conm m nity D evelopm ent Block Grant 84,657 
City of New Orleans General Funds 287,216 

$ 1,316,642 

6. l,'ailh Com m unity 

Contributed services were provided by members of the Covenant ttouse Faith Commu- 

nity (Community). Community members are full-time volunteers who commit themselves 
to a year of service to runaway and homeless youtbs. Room and board, $15 per day 
stipend, health insurance, and reim bursem ent for other personal expenses are provided to 
Com nm nity m em bers by Covenant llouse New Orleans. The expenses associated w ith 
Community members were approximately $15,000 for the year ended June 30, 2001, and 
are reported in the accom panying financial statem ents. The value of services perform ed 
by Coumm nity m embers was approximately $6,000 in 2001 and was not recognized in 
the accom panying financial statem ents. 



Covenant H ouse N ew O rleans 

Notes to Financial Statements (continued) 

7. Related Party Transactions 

The Parent provides financial support as well as m anagem ent and organizational support 
for its affiliated organizations. The Parent conducts fund-raising activities for its own 
program s and the program s of its affiliates for which no am ounts are charged. Contribu- 
lions and prom ises to give totaled approximately $54.1 m illion for the Parent. Fund- 
raising expenses incurred by the Parent tolaled approxim ately $14 m illion. Support from 
the Parent to all affiliates in fiscal 2001 arising from these activities was approximately 
$37.8 m illion. Of this am ount, Covenant House New Orleans received $665,000. 

In addition, the Parent conducts fungi-raising activities on behalf of certain affiliates for 
which costs are allocated to the respective affiliates. Contributions arising fi'om these 
fund-raising activities are recorded by lhe respective affiliates. In fiscal year 2001, 
expenses of $440,000 were charged by the Parent for such fund-raising activities carried 
out on behalf of Covenant ltouse N ew Orleans. 

The Parent provides certain of its affiliates with insurance, computer access services, and 
data software and hardware m aintenance. The Parent has allocated expenses of approxi- 
m ately $69,000 in 2001 related to ,~uch services to Covenant llouse New Orleans. 

Covenant ]louse New Orleans leases its program facility fi'om the Parent on a m onth-to- 
month basis. Rent paid to the Parent amounted to approximately $208,000 in fiscal 2001. 

Covenant ]louse N ew Orleans participates in a defined benefit pension plan adm inistered 
by the Parent. The defined benefit pension plan covers substantially all employees. Total 
pension cost of $73,000 was allocated to Covenant ltousc New Orleans from the Parent 
in fiscal 2001. 
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Report on Com pliance and oll Internal Control Over Financial Reporting 
Based on an Audit of the Financial Statem ents in Accordance 

W ith G overnm ent Auditing Standards 

The Board of Directors 
Covenant llouse N ew Orleans 

W e have audited the financial statem ents of Covenant House N ew Orleans as of and for 
Ihe year ended June 30, 2001, and have issued our report thereon daled Septem ber 14, 
2001. W e conducted our audit in accordance with auditing standards generally accepted 
in the United States and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the Uniled States. 

Com pliance 

As part of obtaining reasonable assurance about whether Covenant House N ew Orleans' 
financial slatem ents arc free of m aterial m isstatem eut, we performed tests of its com pli- 
ance with certain provisions of laws, regulations, contracts, and grants, nonconapliance 
w ith which could have a direct and m aterial effect on the determination of financial state- 
m ent am ounts. 1 lowever, providing an opinion on compliance w ith Ihose provisions was 

not an objeclive of our audit and, accordingly, we do not express such an opinion. The 
results of our tests disclosed no instanees of noncompliance thai are required to be 
reported under Government Auditing Standards. 

lnlernal Control O ver Financial Reporting 

In planning and perform ing our audit, we considered Covenant ltouse New Orleans' 
interual control over financial reporting in order to determ ine our auditing procedures for 
the purpose of expressing our opinion on the financial statem ents and not to provide 
assurance on the internal control over financial reporting. Our consideration of the 
internal control over financial reporting would not necessarily disclose all matters in the 
internal control over financial reporting that m ight be m aterial weaknesses. A material 
weakness is a condilion in which the design or operation of one or m ore of the internal 
control com ponents does not reduce 1o a relatively low level the risk that m isstatem ents in 
am ounts that would be m alerial in relation to the financial statem ents being audited m ay 

Ernst & YOuILq lip is a membel of Ernst & Yotm 9 (nternationaL ted 



occur and not be detected w ithin a tim ely period by em ployees in the norm al course of 
perform ing Iheir assigned fimclions. W e noted no m ailers involving lhc internal control 
over financial rcpotling and its operation that we consider to be n'~alerial weaknesses. 
This report is inlended solely for lhe intbnnaiion and use of lhe board of directors, 
m anagem ent and the Office of Legislative Auditor, Stale of Louisiana, and is not intended 
to be and should not be used by anyone other lhan these specified parties. 

Seplem ber 14, 2001 

~ LLP 
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The Board of Directors 
Covenant llouse N ew Orleans 
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In planning and perform ing our audit of the financial statem ents of Covenant l]onse New 

Orleans (CIINO) for the year ended June 30, 2001, we considered its internal conh'ol to 
determ ine our auditing procedures for the purpose of expressing our opinion on the 
financial stalem ents and not to provide assurance on internal control. During our audit, 
the following m atters came to our attention that we believe merit your consideration. 

Participant Rent Calculation 

l)uring our testing of com pliance for the ROP program , we noted that ]lot all participant 
files included a document showing the calculation of rent. As the calculation of rent is 
based on participation incom e, the rent can be recalculated. How ever, due to the 
importance of compliance and the fact that files are frequently needed for review, we 
recom m end that m anagem ent consider including such a docum ent in all participant files 
to provide adequate back-up for calculations and to aid in m ore efficient review s of the 
participant files. 

M anagentent's Response 

CllNO has since revised our procedures for supporting rent calculations. CIlNO 
understands the importance of com pliance w ith respect to this federally fimded 
transitional living program , and believes this isolated occurrcncc has sim ply strengthened 
our resolve to ensure the com pleteness of our participant files. 

Recognition of G ranl R evenue 

As part of our audit procedures, we tested certain conh'ibutions and the ]'elated receivable 
am ounts. During this procedure, we noted that the full award am ount of a reim bursem ent- 
type grant was recorded as revenue and accrued as a receivable in the current year. 
llowever, expenditures related to the grant for the current year were not for the entire 
am ount of the grant award. For reimbursem ent type grants, revenue is to be recognized 
when tile related expeudilures have been incurred. W e reeolnnlend thai nlanagem ent 
record grant revenues and the related receivables when the am ounts have been earned. 
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M anagem ent's R e,w onse 

Tile grant award in question w as originally recorded as an unconditional prom ise to give 
with a donor-imposed restriction. W hile the grant agreem ent with this particular organi- 
zation did specify that we would be reimbursed for costs incurred associated with the 
restriction, we believed it not to be a donor-imposed condition. W e followed the 
Statem ent of Financial Accounting Standards N o. 116 in recognizing the grant as a 
contribution since there w as no exchange transaction involved, and the services w e arc to 
provide benefit the population of clients we serve. CHNO does, however, understand the 
spirit of your recomm endation, and will record all future donor agreem ents with cost 
rcim bursem cn! language as conditional prom ises to give; heuce, recognizing the contri- 
bution when the condition is m et or cost incurred. 

This letter is intended solely for the inform ation and use of m anagem ent and the board of 
directors of Covenant Ilouse N ew Orleans and Covenant Ilouse N ew Y ork and is not 
intended to be and should not be used by anyone other than these specified parties. 

Septem ber 14, 2001 

t.t.P 


